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CHAPTER 1 

5 

INTRODUCTION 

Managers of procurement organizations are currently 
beset by an increasing emphasis being placed upon the quality 
and quantity of statistical data concerning management and 
contractual information originating in their respective 
organization. Budgeting limitations coupled with increased 
workload requirements have forced procurement managers to 
investigate the adequacy of the management information systems 
they are using for planning, operations, and control. Problems 
of accumulation, digestion, and dissemination of data concerning 
buyer performance, contract and contractor information, prior, 
during and after award are monumental in scope. The solution 
to these problems is an integrated procurement information 
management system with inputs both external and internal to 
the procurement organization and an interface capability with 
existing and proposed uniform automatic data processing 



procedures . 
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Currently each procurement organization in the Navy 
Department is an autonomous unit operating independently in 
its design and implementation of procurement management 
information systems. A multitude of systems have been developed 
both manual and automated in an attempt to gain greater and 
faster knowledge concerning the operation of their respective 
procurement organization. These management information systems 
vary in complexity from a visual check and manual recording of 
data to vast computer programs able to generate large volumes 
of management information simultaneously and even create a 
procurement .contractural document when inventory reaches 
predetermined levels."^ Thus, to more effectively manage a 
procurement organization within the Navy Department, be it a 
remote purchasing activity in a foreign country, or a procurement 
organization engaged in the acquisition of major weapons systems 
at the military headquarters command level, the process of 
accumulation of data accurately and rapidly becomes paramount. 

Weding and Diamond indicate that the procurement 
function has consistently lagged behind other phases of industry 
and Government in the application of modern management techniques. 

"'"Achelleas E. Kollios and Joseph Stempel, Purchasing 
and EDP , (New York: American Management Association, 1966), 

pp. 69-90. 

2 

J. William Weding, Jr. and C. Gerald Diamond, "Buy by 
Computer", Harvard Business Review, (March-April , 1964), 
pp. 109-120. 
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They further indicate that if the procurement organization does 
possess modern management tools, it is often a by-product of an 
existing automated system, usually operated and controlled by 
another department, i.e., accounting. Commander A. E. Kollios , 
in support of Weding and Diamond, feels that the procurement 
organization should design, operate and control the system so as 
to obtain the type of information important for effective 
procurement management and so as not to be bound by other 
departments, systems, or parameters.'*' Within the Navy Department 
both types of systems are in effect and will be discussed. 

Purchasing in general has been hampered by tradition. 

Procurement managers over the years .have convinced top management 

of the uniqueness of the procurement function; that is, that it 

is not at all akin to the repetitive nature of the production 

line. Also, the procurement organization has traditionally 

been delegated to a minor position in the plant hierarchy, being 

attached generally to the production department, thus being at 

the bottom of the list for available resource allocation after 

2 

accounting, inventory control, and production. 

Purchasing, in general, has been hesitant to apply 
modern data processing techniques to their organization because 

^Achelleas E. Kollios, Commander, Supply Corps, United 
States Navy, private interview held in Washington, D. C., 

October, 1970. 

2 

Weding and Diamond, "Buy by Computer." pp. 109-120. 
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of a lack of knowledge as to their benefit, limitation and 
possible application. 

Scope 

The procurement function can be thought of as consisting 

of three distinct functions: (1) the pre-solicitation function, 

(2) the solicitation-award function, and (3) the post-award 

contract administration function.^ 

The pre-solicitation function originates with the 

procurement planning that takes place between the initiators 

of the procurement requests , contracting personnel , and other 

support personnel. All of these people are essential in the 

achievement of The Department of Defense's procurement mission, 

i.e., timely delivery of the required quality of materials or 

2 

services for the best price. 

A successful pre-solicitation function, if formally 
advertised, utilizes a solicitation package known as an invitation 
for bids (IFB). Requests for proposals (RFP) or requests for 
quotations (RFQ) are ‘used in negotiated procurements and are 
also the final results of the pre-solicitation function. 

Therefore, the solicitation packages have to be of such a 
detailed nature that no doubt exists in the mind of the 

S. Department of Defense, Procurement Training 
Handbook , (Washington, D. C. : Government Printing Office, 

1968) , pp. 1-17. 

^Ibid. 
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perspective vendors when they are bidding, proposing or quoting 
prices and delivery dates to Government contracting officers. 

The solicitation-award function is the process of actual 
delivery to and receipt from perspective vendors at the 
solicitation package. After receipt of the solicitation 
package, the contract is then awarded to the lowest responsible 
bidder.'*' Government contracts are awarded by way of a formal 
written notice to the successful vendor. All unsuccessful 
vendors are also notified that the award has been made but are 
not necessarily told the successful vendor and price. This 
information . is made public at the time of bid opening. 

The other phase of contracting is that of the post-award 
function. The post-award contract administration function is 
required to protect the Government's interest contractually. 

For example, major weapons system acquisition contracts are of 
such complexity that the Government cannot afford for the vendor 
not to produce or not to deliver the required item. Therefore, 
the Government plays an active role in assuring contract 
performance through the contract administration function. 

This thesis is concerned primarily with an investigation 
of existing procurement management information systems utilized 
by the Navy, pertaining to the pre-solicitation and 
solicitation-award functions rather than the post-award contract 

~*~ Ibid . , p. IDi . 
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administration function. An indepth study of various methods 
currently employed by Navy procurement organizations for 
controlling and monitoring procurement requests as they are 
transcribed into contractual documents will provide the vehicle 
for analyzing the types of procurement management information 
systems employed to accomplish these functions. This 
investigation of a representative sample of information 
systems will give an indication of the diversity and scope 
of the data required by these activities in the management of 
their respective organizations. 

Problems that are encountered in the acquisition of 
procurement information and why managers consider this data 
important also falls within the scope of this thesis. The 
area of concern of this thesis is graphically displayed in 
Figure 1 below: 
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Two major problem areas experienced by procurement 

managers which this thesis attacks are how to measure buyer 

performance and how to reduce the amount of routine work 

buyers or contracting officers have to perform. 

"One of top managements most persistent problems 
is to evaluate the performance of the purchasing 
function. The problem has resisted solution for 
one fundamental reason. Management has not 
sufficiently complete and reliable data wjth 
which to measure purchasing performance." 

"Most buyers have so much routine and clerical 
work to do they must neglect their more important 
creative function, i.e., one-fourth to one-third 
on routine tasks." ^ 

Purpose and Utility 

The purpose of this study is to investigate the 
magnitude of the procurement data explosion, the various 
kinds of procurement management information systems currently 
available and the impact of these upon contracting officers 
within the Navy Department. 

The utility of this study lies in the development of 
a procurement management information system applicable to 
procurement organization within the Navy Department having 
automatic data processing capabilities. By utilizing the 
concepts formulated in the proposed model, a uniform automatic 
data processing system could be developed. Or, the model 



■^Weding and Diamond, "Buy by Computer," p. 114. 
2 Ibid . , p. 111. 



8 

could be taken in total and utilized by those procurement 
activities currently which do not possess an expanded 
management information systems. 

- Research Questions 

Evidence indicates a lack of agreement among naval 
procurement organizations as to the scope of management 
information necessary for effective management. The purpose 
of this thesis will be to study the primary research question: 
"What are the management information requirements to effectively 
control and appraise the U. S. Navy's procurement organization 
and operation?" Toward this end, the following subsidiary 
research questions will be answered: 

1. What is the scope of the procurement information 
problem? 

2. What problems are encountered in obtaining adequate 
management information within the purchasing 
organization? 

3. What methods are currently employed by purchasing 
organizations within the Navy Department for the 
collection of procurement information? 

4. Can ADP be more effectively applied in the 
management of Navy purchasing activities? 
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Methodology 

The primary and subsidiary research questions will be 
discussed and analyzed using information obtained from: 

1. Personal interviews with Government representatives 
involved in procurement management, planning and 
control . 

2. Government training manuals, instructions, and 
circulars . 

3. Journal and magazine articles. 

4. Government memorandums. 

Both- inductive and deductive reasoning will be necessary 
to arrive at a conclusion as to the type of procurement 
management information systems which could be used by the Navy 
buying activities. 

Organization 

The organizational scheme is built around the proposed 
procurement management information system model. Principles 
and concepts discussed in each chapter are utilized for both 
model building and answering the primary and secondary research 
questions . 

Chapter II briefly describes management information 
systems. This chapter is general in nature covering such areas 
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as the history of management information systems, size of the 
present information explosion, the characteristics of information, 
and the cost of information. Chapter III lists the problems 
procurement managers have both in the acquisition and evaluation 
of data. The different, missions of the various levels of 
procurement activity within the Navy are discussed, along with 
staffing, training, manpower management, data file creation and 
maintenance, plus interface problems with existing uniform 
management information systems.'*' Chapter IV is a brief description 
of three different procurement management information systems. 

A proposed model for a procurement information system forms 
the framework for Chapter V. 

Chapter VI presents the summary and conclusions along 
with recommendations resulting from the research. 



Systems having Navy as well as Department of 
Defense wide application. 
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CHAPTER II 

MANAGEMENT INFORMATION SYSTEMS 
Information System Approach 

The term Management Information System (MIS) has gained 
acceptance in the business world, but its scope and application 
seem to be misunderstood by many. It can best be described as 
a completely integrated system for gathering, transmitting, 
and processing data into information for storage and retrival 
by the entire organizational unit. Management Information 
Systems can also be thought of as a means by which management 
can analyze and evaluate organizational and individual 
performance against established standards or policies. It is 
designed to provide necessary management information for 
evaluation and decision-making concerning the operation, 
supervision and evaluation of an organizational unit. The 
information system consists, therefore, of recorded information, 
people who maintain and organize the collected data, established 
retrieval procedures and the users of the information. 



